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OIL,W»  MINERAL  LEASE 

rallf«rnLH|L»E|RrEM,lNT  (thiS  '^^)  made  this  7th  daY  of  April,  2008,  between  HIGHWAY  360,  LLC,  a 
rS^w^1  £boll'I?'  comPan*  as  Lessor  (whether  °ne  or  more),  whose  address  is  205  East  Fifth  Street 
Corona,  California  92879,  and  EDGE  RESOURCES,  L.L.C.,  a  Texas  limited  liability  company  as  Lessee 

*££Ttt£°  ^  m°re)'  Wh0SS  addr6SS  iS  512  Mai"  S'reet'  F°rt  W0rth'  Texas  76102  c7ed  Lessee  does 

ZE™„KnS  t  ,hiS  16336  w!r5  prepared  by  the  Darty  hereinabove  named  as  Lessee,  but  all  other 
provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by  Lessor  and  Lessee 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

nrsnt*  ilci=  ^S,id.6r3ti0,n  °f  3  C.aS,h  bonUS  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby 
grants,  leases  and  lets  exclusively  to  Lessee  the  following  described  land,  hereinafter  called  leased  premises 

SEE  EXHIBIT  "A" 

in  the  county  of  .Tarrant  ,  State  of  Texas,  containing  4.7279  gross  acres,  more  or  less  (including  any  interests 
™T„WJ:'Ch  LessorHmay  hereafter  acquire  by  reversion,  prescription  or  othemvise),  for  the  ^tfZto 
luhinriS  Pr°HdUCln9  a"d-  m?.rke,in^  °"  and  9as'  alon9  wi,h  311  hydrocarbon  and  non-hydn^arZ 
taSEESLE  h»f  asiOCla1tlon  'herewl,h  (includin9  geophysical/seismic  operations).  The  term  "gas"  as  used 
Car5°n  °X'de  °ther  commercial  9ases'  as  well  as  hydrocarbon  gases.  In  addition  to 
nQw  n  ZtVZl *6d  'eaS ed  ,premlses:. «h|s  lease  also  covers  accretions  and  any  small  strips  or  parcels  of  land 
™h  Z  £25*  ?Wnedf  ly  LefSOr  Whlch  are  <**«*>*»»  or  adjacent  to  the  above-described  leased  premises 
a2i!L?  ra  '0n  °  he  a,oremen«oned  cash  bonus,  Lessor  agrees  to  execute  at  Lessee's  request  any 
?h  «  ™  J  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  cohered  For 

™rPZ  ch=,?hdH  m'T9  the  .""?"!!  of  any  shut-in  royal,ies  hereunder,  the  number  of  gross  acres  above 
specified  shall  be  deemed  correct,  whether  actually  more  or  less. 

„«,,,,  f^mTh!f  HefS6K         'Sf  ;Paid-u,P"  lease  requiring  no  rentals,  shall  be  in  force  for  a  primary  term  of  3 

™h?,1h  date  herS°f'  a«nd  f0r  38  l0n9  thereafter  as  oil  or  9as  °r  other  substances  covered  hereby  are 
22  "  Pay,n9  q"an«ies  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease  is  otheLise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  bv  Lessee  to 

shTbels? o^L^l3^  hyd^carbon?  separated  at  usee's  .epanJ^K^J 

JJ:£l  J  Productl0".  0  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's  credit 
at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  ^  purchase 
such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  mere  s  no  such  Drice  thin 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevail^  price) °foS J'Sffionrf 
Z£  S\!ndJ/raV?y.i<b)  f0r  ga,S  (includin9  casin9head  gas)  and  all  other  substances  SUredP^reby  the 

ZK^ift  °  !»S  pr0CeedS  realiZed  by  Lessee  from  the  ^  ,hereof.       a  proportionate  part  of  ad 
*  Produot10".  severance,  or  other  excise  taxes  and  the  costs  incurred  by  Lessee  in  delivering 

Sr  ^6  mark<S"n9  SUuh  gas  or  other  s"bstances,  provided  that  Lessee  shall  have  the  continuing 
^SEZllff  productlon  at  ,he  Prevaili"g  wellhead  market  price  paid  for  production  of  similar  qua"tv"n 
=  d  (°  'f  ,here 13  no  such  prlce  then  Prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  the  e 

Drecela  ""^Ti  !°  comparable  Purchase  contracts  entered  into  on  the  same  or  nearest 

preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder  and  (c)  if  at  the  end  of  the 

Sn/nrnn  ^  T  ?ne  «  m0r6  W6lls  on  ,h6  leased  Poises  or  Tandi  pcoled  therewith  arl 

capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but  such  well  or  wel  s 

IZZSTJ^Z  Pr°dUC,i0n  therefrom  is  not  being  sold  by  Lessee'  '"ch  well  or  wete  shaH  nevertheTesTbl 
deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  lease   If  for  a  period f  of  90 

5nT2?lS  »ayS  $UC,h  We("  °r  "f'!,3  are  ShUWn  0r  pr0duction  therefram  is  not  bei"g  sold  by  Lessee  Sten  Lessee 
t ^fLPay^n/0yfhl,y  ° 1  one  dollar  per  acre  ,hen  covered  bv  'his  lease,  such  payment  to  be  made  to  Lessor  or 
to  Lessor's  credit  in  he  depository  designated  below,  on  or  before  the  end  of  said  90-day  period  and  thereate  on 

LSEE  ST*.  hnn'VerSMl°  thS  6nd  °f  Said  *Wa»  PefW  while  the  we»  or  well ;a£  shut in o ^production 
oroducMon  USiSM  V  leS^  ^ "*  16336  is  0therwis6  bei"9  maintained  by  operafons,  o°if 

E^h^?n  £  1 9  s°  d  ^  j-ess66,from  another  we"  or  wells  on  the  leased  premises  or  lands  pooled  herewith 
nmdur IZ  "7!SJ ^ 'a  r  f    f       ^       °f  th6  ^  p6riod  next  fo"owin9  cessation  of  suTo%rations  or 
SXl^  ,tP,eaPseerly  W  ***  *»*>  M  M  ^         for  the  ^  « 

. .  .  *  ™  ?hut-'n  royafty  Payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  its  successors 
^J^!^S^  d?POSitory  agent  for  receiving  payments  regardless  of  changes  inTe  SL5iS*?K3d 
and.  All  paymente  or  tenders  may  be  made  in  currency,  or  by  check  or  by  draft  and  such  payments  or  tendere  o 

the  Lessor  at  the  last  address  known  to  Lessee  shall  constitute  proper  payment.  If  the  depository  should  Hquida  e 

a  EZZ^STF"  TSt  tUti°n'  °f  f°r      rSaSOn  faH  °r  r6fUSe  *°  aCCePl  Payment  n^SdTM  ^ 

10  LeSSee  a  pr°Per  recordab,e  instrume"t  "aming  another  institution  as  deposSory 

nn  fha  LIlhe^dri"S  3  w;e"  which  '?  ^Pable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole") 
on  the  leased  premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying  quantities) 


permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the provisions  of 
^araaraoh  6  ^  the  action  of  any  governmental  authority,  then  in  the  event  this  lease  .s  not  otherw.se  be.ng 
Sned^  nevertheless  remain  in  force  if  Lessee  commences  operates  for  reworking  an 

Sng  well  or  for  drilling  an  additional  well  or  for  otherwise  obtain  ng  or  restonng  ^*»^*»*^ 
premises  or  lands  pooled  therewith  within  90  days  after  completion  of  operations  on  such  dry  hole  or  w  thin  90 
dayT  after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  tome  thereafter ;  ttw tease » 
not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  dr.ll.ng  reworking  or  any oXhe  operat,ons 
reasonably  calculated  to  obtain  or  restore  production  therefrom,  th.s  lease  shall  rema.n  m  force  so  long  as  any 
oTeTrnor Tof  such  operations  are  prosecuted  with  no  cessation  of  more  than  90  conserve  days  and  if  any 
suchoperatons  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  thereafter  as 
fhere? p  Sonln  paying  quantities  from  the  leased  premises  or  lands  pooled  therewith.  After  complete  of  a 
w^oable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  addrtional  wells  on  the  leased 
oromtees  or  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar 

c  r^mXnJes  ta .fa)  develop  the  leased  premises  as  to  formations  then  capable  of  producing  in  pay.ng  quantities 

premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from 
drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  dnll 
exploratory  wells  or  any  additional  wells  except  as  expressly  provided  herein. 

6   Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premis es >  or 
interest  therein  with  any  other  lands  or  interests,  as  to  any  or  all  depths  or  zones,  and  as  to  any  or  all  substances 
covered  bv  this  lease  either  before  or  after  the  commencement  of  product.on,  whenever  Lessee  deems  it 
^esTary  or proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  s.m.la 
pSraumorirex  ste  with  respect  to  such  other  lands  or  interests.  The  unit  formed  by 
well  which  is  not  a  horizontal  completion  shall  not  exceed  80  acres  plus  a  ^^^^J^^J^^i 
and  for  a  gas  well  or  a  horizontal  completion  shall  not  exceed  640  acres  plus  a  max.mum  of 
10*  provkJed  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well  or  honzontal  comp  e ton  to ^conform to 
anv  we I spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  hav.ng 
MSonWs?  For  he  purpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  weir  shall  have  the  meanings 
prescribed  ^ by  ap^cabte  law  or  the  appropriate  governmental  authority,  or,  if  no  definition  is  so  prescribed,  "oil 
S^^S^M  gas^S  ratio  of  fess  than  100,000  cubic  feet  per  barrel  ^^^^ 
well  with  an  initial  gas-oil  ratio  of  100,000  cubic  feet  or  more  per  barrel,  based  on  24-hour  production  test 
mndSd  under  nomnal  producing  conditions  using  standard  lease  separator  facilities  or  equivalent  testing 
^pment;  ^^-^MoomtM  means  an  oil  well  in  which  the  horizontal  ofthe  gross 

completion  interval  in  facilities  or  equivalent  testing  equipment;  and  the  term  "honzontal  completion  ^ans  an  o, 
weMn  which  the  horizontal  component  of  the  gross  completion  interval  in  the  reservoir  exceeds  the  vertoal 
^m^  the  eof.  In  exercising  its  pooling  rights  hereunder.  Lessee  shall  file  of  record 
Ascribing  the  unit  and  stating  the  effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere 
on r^Jhtt  in«  all  or  any  part  of  the  leased  premises  shall  be  treated  as  if  it  were  production,  drilling i  or 
£^  the  leasedpremises,  except  that  the  production  on  which 

shall  be  that  proportion  of  the  total  unit  production  which  the  net  acreage  covered  by  th.s  lease  and  include in  the 
unit  bears  to  the  total  gross  acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit  producton  .s  sold  by 
Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pool.ng  rights  hereunder,  ^»™*aH 
have  the  recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  ^^^^^ 
both  either  before  or  after  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density 
pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive 
acreage  determination  made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  fltoof 
record  a  written  declaration  describing  the  revised  unit  and  stating  the  effective  date  of  revision  To  the  extent 
any  portion  of  the  leased  premises  is  included  in  or  excluded  from  the  unit  by  virtue  of  such  revision  the 
proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In 
the  absence  of  production  in  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof  Lessee  may 
terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termination. 
Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

7  If  Lessor  owns  less  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  premises,  the  royalties 
and  shut-in  royalties  payable  hereunder  for  any  well  on  any  part  of  the  leased  premises  or  lands  pooled  therewith 
shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full 
mineral  estate  in  such  part  of  the  leased  premises. 

8  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred 
in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shall 
extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in 
Lessor's  ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder 
and  no  change  in  ownership  shall  be  binding  on  Lessee  until  60  days  after  Lessee  has  been  furnished  the  original 
or  certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessees  usual  form 
of  division  order.  In  the  event  of  the  death  of  any  person  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay 
or  tender  such  shut-in  royalties  to  the  credit  of  decedent  or  decedent's  estate  in  the  depository  designated  above^ 
If  at  any  time  two  or  more  persons  are  entitled  to  shut-in  royalties  hereunder,  Lessee  may  pay  or  tender  such 
shut-in  royalties  to  such  persons  or  to  their  credit  in  the  depository,  either  jointly  or  separately  in  proportion  to  the 
interest  which  each  owns.  If  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of 
all  obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such 
obligations  with  respect  to  the  transferred  interest  shall  not  affect  the  rights  of  Lessee  with  respect  to  any  interest 
not  so  transferred  If  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this 
lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the 
transferee  in  proportion  to  the  net  acreage  interest  in  this  lease  then  held  by  each. 

9  Lessee  may  at  any  time  and  from  time  to  time,  deliver  to  Lessor  or  file  of  record  a  written  release  of 
this  lease  as  to  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this  lease  or  any  depths  or 
zones  thereunder  and  shall  thereupon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  interest 
so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the  area  covered  hereby,  Lessee  s 

2 


pits,  electric  and  telephone  lines,  power  sta tons s  and ^S^S^'^^  P  t  T"8'  'njection  we,,s" 
cultivated  lands.  No  well  shall  be i^^^^n^Z^i^^  f  Pipelines  below  ordinary  plow  depth  on 

mmmmmmm 

£S  t     prod"ct,on:  or  bV  anv  °ther  cause  not  reasonably  within  Lessee's  control  tnisteasl  shall  no 
this  lease  when  dnllmg,  production  or  other  operations  are  so  prevented,  delayed  or  interrupted       C0Venants  of 

Lessor  il  will'inn'Jn  ZZ???  LeSS°r'  1™! ,he  primary  term  of  this  lease'  reives  a  bona  fide  offer  which 
^hffll       9  to /fept  from  anv  Pa^  offering  to  purchase  from  Lessor  a  lease  covering  anv  or  al  of  he 

E£2Z?JZ?"  bV  *"*  'eaSe  and  coverin9  a"  or  a  Portion  °'  the  land  described  herein  witn the  lease 
becom  ng  effective  upon  expiration  of  this  lease,  Lessor  hereby  agrees  to  notify  Lessee  in  writina  of  slw  off»r 
immediately,  including  in  the  notice  the  name  and  address  of  the  offeror,  the  priie  offered  and  al ^^1  other^ertin!n 
terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  rec^ptof  the  notice  shal  have  the 
xV^^l*^?"  ,0  Purohase  me  lease  or  par.  thereof  or  interest  ^Te^ZoZ 
at  tne  pnce  and  according  to  the  terms  and  conditions  specified  in  the  offer. 

Mr  a  ,~13h  J^"."0^  tha"  beJnitiated  °y  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder 
for  a  penod  of  at  least  90  days  after  Lessor  has  given  Lessee  written  notice  fully  describing  the 'breach  o defaul ' 
S££M^  Lessee  fa  s  to  remedy  the  breach  or  default,  within  such  period.  In The  event ^the  matter  s 
rtigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred  this  tease  shaTnot  be 

Notwithstanding  anything  contained  herein  to  the  contrary  Lessee  shall  havp  the Z  ™7,h?.£ 
£lbut  ^  bv  vwue  of  the  vibroseis-method.  Lessee  ^ 

impact  upon  improvements,  vegetation  and  game  habitat  on  the  lease  premises   Lessee shaH  d?J  tr  *l 
relateKd/°  T mick°Perations-  Other  than  seismic  operations,  b eE£ of  mis ^U^lSSj^ 
S5E5  ^Z»r**  eXP'0rati0n'  6XCaVali0n  "  d*«ons  JTor^fiS^ 
i  ftCCM  I5;  if8?1,  hetrebv  warrants  a"d  agrees  to  defend  title  conveyed  to  Lessee  hereunder  and  agrees  that 

^^^^^^ 


having  jurisdiction,  then  Lessor  shall  engage  in  reasonable  acts  and  execute  and  deliver  such  instruments  and 
documents  Lessee  deems  necessary  or  convenient  in  seeking  such  relief.  In  the  event  Lessee  is  required  by 
such  authority  to  acquire  Lessor's  consent  as  a  prerequisite  to  obtain  such  variance,  waiver  or  other  relief,  Lessor 
grants  to  Lessee  and  agrees  that  Lessee's  leasehold  estate  acquired  hereunder  includes  the  right  to  utilize  this 
lease  as  Lessor's  consent  and  ratification  of  any  subsequent  variance,  waiver  or  other  relief  Lessee  seeks, 
without  the  necessity  of  Lessee  obtaining  any  additional  or  subsequent  consent/s  from  Lessor.  Lessor 
furthermore  agrees  not  to  execute  documents  or  instruments  or  engage  in  acts  that  would  diminish  or  adversely 
affect  the  relief  Lessee  is  seeking. 

IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon 
execution  shall  be  binding  on  the  signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators, 
successors  and  assigns,  whether  or  not  this  lease  has  been  executed  by  all  parties  hereinabove  named  as 
Lessor. 


IN  WITNESS  WHEREOF  this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR: 


HIGHWAY-360, 
Itabilit/compa 


a  California  limited 


LESSEE: 


EDGE  RESOURCES,  LLC,  a  Texas  limited, 
liability  cornpa>y,  •? 


bv:   

name:0"  -fh  J  GlfAJCr? 
title: 


5 


LESSOR: 

HIGHWAY  360,  LLC,  a  California  limited 
liability  company 


by:  

name:  David  Golkar 
title:  Member 


STATE  OF  CALIFORNIA 
COUNTY  OF  RIVERSIDE 


This  instrument  was  acknowledged  before  me  on  the  7th  day  of  April,  2008,  by  L.  Wayne  Kiley,  the  Member  of 
Highway  360,  LLC,  a  California  limited  liability  company,  on  behalf  of  said  company. 
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Commliiion  #  » 792696 
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STATE  OF  CALIFORNIA 


COUNTY  OF  ORANGE 


a 


Jotary  Public  for  the 
State  of  California 
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Commtetton  #  1 792696 
Notary  *jd«c  •  CaHtomta  | 
Mvoratao  County  * 
MyCowm  Of—Mar 29. 2012  f 


This  instrument  was  acknowledged  before  me  on  the  

Member  of  Highway  360,  LLC,  a  California  limited  liability  company,  on  behalf  of  said  company. 


day  of. 


2008,  by  David  Golkar,  the 


Notary  Public  for  the 
State  of  California 


STATE  OF  TEXAS 
COUNTY  OFT^r^V 


of  4^rJ) 


,  This  instrument  was  acknowledged  before  me  on  the  Q-S^"    day  of  <^A^p>f~wV  ,  2008,  by 

\ Wrpcn^  l^Ap/yv^  .  the  C\-ya  ^  of  Edge  Resources,  L.L.C.,  a  Texas  limited  liability  company, 

on  behalf  of  said  company!  O 


Notary  Public  forthe 


of  a  %,     Laura  Jane  Boyd  Sfat^  of  T-ya- 

My  commission  Expires   «  otaie  ot  iexas 
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ADDENDUM  TO  OIL.  GAS.  AND  MINERAL  LEASE 


This  addendum  is  attached  to  and  made  part  of  that  certain  oil,  gas,  and 
mineral  lease  between  HIGHWAY  360,  LLC,  a  California  limited  liability 
company  ("Lessor"),  and  EDGE  RESOURCES,  L.L.C.,  a  Texas  limited  liability 
company  ("Lessee"),  dated  April  7,  2008.  If  any  of  the  following  provisions 
conflict  with  or  are  inconsistent  with  any  of  the  printed  provisions  of  the  terms 
of  the  lease,  the  following  provisions  shall  control. 


I. 

This  lease  shall  be  specifically  limited  to  the  production  of  oil  and  gas 
and  those  other  gaseous  or  liquid  hydrocarboneous  minerals  located  within  the 
leased  premises. 


II. 

In  consideration  of  the  leased  premises,  Lessee  covenants  and  agrees  to 
deliver  to  the  credit  of  Lessor,  in  the  pipeline  to  which  it  may  connect  its  wells, 
25  percent  of  all  oil  (including,  but  not  limited  to,  condensate  and  distillate) 
produced  and  saved  from  the  leased  premises.  Lessee  further  covenants  and 
agrees  to  pay  Lessor  for  gas  (including  casinghead  gas)  and  all  other 
substances  covered  by  the  lease,  a  royalty  of  25  percent  of  the  proceeds 
realized  by  Lessee  from  the  sale  of  gas  with  said  payments  to  be  made  monthly. 
Lessor's  royalty  on  all  oil  and  other  liquid  hydrocarbons  produced  and  saved 
from  the  leased  premises  shall  be  delivered  free  of  cost  to  Lessor  at  the  wells  or 
to  the  credit  of  Lessor  at  the  pipeline  to  which  the  wells  may  be  connected.  On 
gas  produced  from  the  leased  premises  and  sold  by  Lessee  or  used  on  or  off  the 
leased  premises,  Lessor's  royalty  percentage  shall  reflect  the  market  value  of 
the  gas  at  the  point  of  sale,  use,  or  other  disposition. 

The  market  value  of  gas  will  be  determined  at  the  specified  location  by 
reference  to  the  gross  heating  value  (measured  in  British  thermal  units)  and 
quality  of  the  gas.  The  market  value  used  in  the  calculation  of  oil  and  gas 
royalty  will  never  be  less  than  the  total  proceeds  received  by  Lessee  in 
connection  with  the  sale,  use,  or  other  disposition  of  the  oil  or  gas  produced  or 
sold.  For  purposes  of  this  paragraph,  if  Lessee  receives  from  a  purchaser  of  oil 
or  gas  any  reimbursement  for  all  or  any  part  of  severance  or  production  taxes, 
or  if  Lessee  realizes  proceeds  of  production  after  deduction  for  any  expense  of 
production,  gathering,  dehydration,  separation,  compression,  transportation, 
treatment,  processing,  storage,  or  marketing,  then  the  reimbursement  or  the 
deductions  will  be  added  to  the  total  proceeds  received  by  Lessee. 

Notwithstanding  anything  in  the  lease  to  the  contrary,  it  is  agreed  that 
the  royalty  paid  under  this  lease  shall  be  25  percent.  Further,  it  is  agreed  that 
Lessor's  royalty  will  never  bear,  either  directly  or  indirectly,  any  part  of  the 
costs    or    expenses    of   production,    separation,    gathering,  dehydration, 
compression,  transportation,  trucking,  processing,   treatment,   storage,  or 
marketing  of  the  oil  or  gas  produced  from  the  leased  premises  or  any  part  of 
the  costs  of  construction,  operation,  or  depreciation  of  any  plant  or  other 
facilities  or  equipment  used  in  the  producing,  handling  of  oil  or  gas  produced 
from  the  leased  premises,  processing,  or  treating;  provided,  however,  Lessor's 
royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes  and 
production,  severance  and  other  taxes  and  the  actual,  reasonable  costs 
(including  compression  and  related  fuel  charges)  paid  to  or  deducted  by  a  third 
party  to  transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other 
mineral  production  off  the  leased  premises  in  order  to  make  the  oil,  gas  and 
other  mineral  production  saleable,  increase  its  value  or  in  order  to  get  the  oil, 
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gas  and  other  mineral  production  to  a  market.  It  is  the  intent  of  the  parties 
that  the  foregoing  provisions  of  this  addendum  are  to  be  fully  enforceable  and 
effective  and  are  not  to  be  considered  as  "surplusage"  under  the  principles  set 
forth  in  Heritage  Resources  v.  NationsBank,  939  S.W.2d.  118  (1997). 

If,  after  the  point  at  which  the  oil,  gas,  or  other  minerals  produced  from 
the  leased  premises  is  delivered  to  a  third  party  that  is  not  an  affiliate  of  Lessee 
("Third  Party")  and  that  Third  Party  compresses,  transports,  processes,  or 
treats  oil,  gas,  or  other  minerals  produced  from  said  land,  Lessor's  royalty  will 
bear  its  proportionate  share  of  costs  and  expenses  associated  with  such 
activities  occurring  after  the  gas  is  delivered  to  the  Third  Party,  but  the  amount 
deducted  for  compression,  transportation,  processing,  and  treatment  shall  not 
exceed  the  amount  that  would  be  deducted  from  the  Lessor's  royalty  for  the 
same  services  under  similar  circumstances  in  an  arms-length  transaction 
between  unaffiliated  parties.  If  Lessee,  or  an  affiliate  of  Lessee,  constructs  a 
gathering  or  pipeline  system  which  delivers  gas  produced  from  the  Land  to  a 
delivery  point  on  a  pipeline  system  owned  by  a  Third  Party  (a  "Third  Party 
Point  of  Delivery")  and  if  the  line  built  by  Lessee  or  Lessee's  affiliate  ceases  to 
be  owned  by  Lessee  or  an  entity  considered  to  be  an  affiliate  of  Lessee,  Lessor's 
royalty  shall  never  be  charged  with  costs  and  expenses  associated  with  the 
foregoing  described  activities  incurred  prior  to  the  time  the  gas  is  delivered  to 
the  Third  Party  Point  of  Delivery. 


III. 

Lessor,  at  its  sole  risk  and  expense,  shall  have  the  continuing  right  to 
take  its  royalty  share  of  production  in  kind,  provided  Lessor  must  give  Lessee 
30  days  advance  written  notice  of  Lessor's  intent  to  take  its  royalty  share  of 
production  in  kind,  and  Lessor's  election  shall  be  for  monthly  periods  of  at 
least  six  consecutive  months. 


IV. 

If  Lessee  discovers  gas  capable  of  being  produced  in  paying  quantities  in 
any  well  drilled  on  the  leased  premises  or  on  land  pooled  with  the  leased 
premises,  and  should  Lessee  be  unable  to  produce  such  well  because  of  lack  of 
market  or  marketing  facilities  or  governmental  restrictions,  and  should  there 
be  neither,  other  current  production  in  paying  quantities  of  oil,  gas,  or  other 
hydrocarbon  substances  from  the  leased  premises,  nor  operations  sufficient  to 
keep  this  lease  in  force,  Lessee  may  at  any  time  or  times  during  or  after  the 
primary  term  at  Lessee's  election,  pay  as  royalty  ("shut-in  gas  well  payment")  a 
sum  equal  to  $25  per  acre,  annually,  of  the  leased  premises.  While  shut-in 
royalty  payments  are  timely  and  properly  paid,  this  lease  will  be  held  as  a 
producing  lease;  provided,  however,  this  lease  shall  never  terminate  due  to 
Lessee's  failure  to  timely  pay  shut-in  royalties  unless  Lessor  notifies  Lessee  in 
writing  of  such  failure  and  Lessee  fails  to  cure  such  failure  within  60  days  after 
receipt  of  such  notice.  The  right  of  Lessee  to  maintain  this  lease  in  force  by 
payment  of  shut-in  gas  royalty  is  limited  to  a  period  of  two  consecutive  years 
and  no  more  than  three  cumulative  years  over  the  life  of  the  lease.  The 
payment  or  tender  of  royalty  under  this  paragraph  may  be  made  by  the  check 
of  Lessee  mailed  or  delivered  to  the  parties  entitled  to  payment  on  or  before  the 
due  date. 


V. 

Notwithstanding  anything  in  the  lease  to  the  contrary,  Lessor  specifically 
excepts  and  reserves  from  the  leased  premises  those  strata  within  500  feet  of 
the  surface.  It  is  also  expressly  agreed  and  understood  that  at  the  end  of  the 
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primary  term  of  the  lease  or  the  expiration  of  the  operations,  additional  drilling, 
reworking  and  continuous  development  provisions  of  this  lease,  whichever  is 
later,  this  lease  shall  terminate  as  to  all  depths  one  hundred  (100)  feet  below 
the  stratigraphic  equivalent  of  the  base  of  the  "Barnett  Shale"  horizon  as 
identified  through  well  logs. 

VI. 

Lessee  agrees  to  include  all  of  the  leased  premises  in  any  unit  formed  for 
pooling  purposes  and  shall  not  include  any  fractional  portion  of  the  leased 
premises  without  the  prior  written  consent  of  Lessor*  The  size  of  the  pooling 
unit  shall  not  exceed  the  minimum  size  necessary  to  obtain  the  maximum 
production  allowable.  Notwithstanding  anything  in  this  provision  to  the 
contrary,  the  size  of  the  pooling  unit  shall  be  320  acres  or  less. 

VII. 

Lessee  may  at  any  time  and  from  time-to-time  execute  and  deliver  to 
Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any  part  or  all  of 
said  land  or  any  mineral  or  horizon  under  the  lease,  and  thereby  be  relieved  of 
all  obligations  incurred  after  such  release,  unless  Lessee  is  restricted  from 
surrendering  the  lease  by  the  terms  of  a  pooling  agreement  governing  the  land 
covered  by  this  lease. 

VIII. 

Lessee  shall  notify  Lessor  of  any  assignment  or  sublease  of  this  lease, 
and  all  assignees  or  sublessee  shall  be  subject  to  all  of  Lessee's  obligations 
under  this  lease.  Lessor  shall  notify  Lessee  of  any  assignment  of  Lessor's 
interest  in  the  land  covered  by  the  Lease. 

IX. 

Lessor  shall  have  no  obligation  to  act  or  support  any  variance,  waiver,  or 
other  relief  sought  by  Lessee  from  any  law,  rule,  regulation,  or  order  applicable 
to  the  leased  premises. 

X. 

In  the  event  Lessor  considers  that  Lessee  has  failed  to  comply  with  any 
obligation  imposed  by  the  lease,  express  or  implied,  Lessor  shall  notify  Lessee 
in  writing,  specifying  in  what  respect  Lessor  claims  Lessee  has  breached  this 
lease.  If,  within  60  days  after  the  receipt  of  such  notice,  Lessee  shall  meet  the 
breach  alleged  by  Lessor,  Lessee  shall  not  be  deemed  to  be  in  default  of  the 
lease.  If  Lessee  fails  to  meet  the  specified  obligations  and/or  conditions  of  the 
lease  within  said  60  day  notice  period,  Lessor  shall  have  the  exclusive  right  to 
terminate  the  lease  and  pursue  all  available  remedies. 


XI. 

For  purposes  of  this  lease,  an  "offsetting  weir  is  a  well  that  is  producing 
oil  or  gas  from  adjacent  or  nearby  land  and  is  draining  the  leased  premises.  If 
an  offsetting  well  is  completed,  Lessee  must,  within  120  days  after  the  initial 
production  from  the  offsetting  well,  commence  operations  for  the  drilling  of  an 
offset  well  on  the  leased  premises  as  would  a  reasonably  prudent  operator 
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under  the  same  or  similar  circumstances,  and  must  diligently  pursue  those 
operations  to  the  horizon  in  which  the  offsetting  well  is  producing  or  at  the 
option  of  Lessee,  (i)  execute  and  deliver  to  Lessor  a  release  in  recordable  form  of 
the  acreage  that  is  reasonably  being  drained  by  said  offsetting  well  and  which 
is  not  already  included  in  a  producing  unit;  or  (ii)  pay  Lessor  a  monthly  royalty 
equal  to  the  royalty  that  would  be  payable  under  this  lease  if  the  production 
from  the  offsetting  well  had  come  from  the  leased  premises.  A  producing  well 
whose  producing  perforations  are  located  within  330  feet  of  the  leased  premises 
will  be  conclusively  presumed  to  be  draining  the  land. 


XII. 


Lessee  shall  not  be  entitled  to  conduct  any  operations  (including  seismic 
testing)  on  the  surface  of  the  leased  premises,  or  to  otherwise  enter  upon  or 
use  any  portion  of  the  surface  of  the  leased  premises  without  the  expressed 
written  consent  of  Lessor,  which  may  be  withheld  for  any  reason.  Further, 
any  consent  to  the  use  of  the  surface  estate  shall  be  memorialized  by  the 
execution  by  Lessor  and  Lessee  of  a  "surface  use  agreement.  However,  this 
limitation  shall  not  affect  the  right  of  Lessee  or  its  successors  and  assigns  to 
utilize  the  subsurface  of  the  leased  premises  by  directional  or  horizontal 
drilling  activity  under  the  surface  of  any  portion  of  the  leased  premises 
provided  the  wellbores  are  at  least  500  feet  below  the  surface,  other  than  the 
tract  on  which  the  surface  location  of  the  well  is  situated  and/or  from  pooling 
in  accordance  with  this  lease.  All  subsurface  easements  provided  by  this 
provision  shall  terminate  upon  the  expiration  of  the  lease. 


XIII. 


Should  Lessee  be  prevented  by  reason  of  Force  Majeure  from  complying 
with  any  express  or  implied  covenant  of  this  lease  (other  than  a  requirement 
to  pay  money  that  has  already  accrued  and  is  due),  from  conducting  drilling 
or  reworking  operations  under  the  lease,  or  from  producing  oil  or  gas,  then 
while  so  prevented,  that  covenant  will  be  suspended;  Lessee  will  not  be  liable 
for  damages  for  failure  to  comply  with  the  lease;  this  lease  will  be  extended  so 
long  as  Lessee  is  prevented  from  conducting  drilling  or  reworking  operations 
on  or  from  producing  oil  or  gas  from  the  lease  premises;  and  the  time  while 
Lessee  is  so  prevented  will  not  be  counted  against  Lessee.  "Force  Majeure 
means  any  Act  of  God,  riot,  war,  insurrection,  strike,  any  federal  or  state  law, 
or  any  rule  or  regulation  of  governmental  authority,  but  financial  reasons  or 
shortage  of  equipment  shall  not  be  considered  Force  Majeure.  This  paragraph 
is  however,  in  all  things  subject  to  the  limitations  of  time  during  which  this 
lease  may  be  continued  in  force  by  the  payment  of  shut-in  gas  royalties.  This 
lease  may  be  extended  by  reason  of  Force  Majeure  for  no  more  than  two 
cumulative  years. 

XIV. 

Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  leased 
premises  By  acceptance  of  this  lease,  Lessee  acknowledges  that  it  has  been 
given  full  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  leased  premises,  and  Lessee  assumes  all 
risk  of  title  failures.  If  Lessor  owns  an  interest  in  the  leased  premises  that  is 
less  than  the  entire  mineral  interest  under  the  leased  premises,  then  the 
royalties  and  shut-in  payments  payable  under  the  lease  will  be  reduced 
proportionately. 


XV. 


At  all  times  while  this  lease  is  in  force,  Lessee  shall  acquire  and  maintain 
insura^cfcoSI  all  of  its  operations  on  the  leased  premises,  mcluding  any 

primary,  and  excess  policies. 


XVI. 


T  FSSEE  AGREES  TO  INDEMNIFY  AND  HOLD  HARMLESS  LESSOR,  AND 

Stc  Sfpw^ES  servants,  contractors,  and  any  other 

THE  TERMINATION  OF  THIS  LEASE. 


XVII. 


For  the  purposes  of  this  lease,  the  term  "production"  means  Production 
in  n9vL  aWtities  "Paying  Quantities"  is  defined  as  revenue  from  the  sale  of 
produSZm  a  well  sufficient  to  return  a  profit,  after  deduction  of  royalties 
overridmTroyalties,  and  production  taxes,  over  and  above  all  direct  operating 
coste  but  not  included  capital  costs  or  district  office  overhead  not  directly 
attributable  to  Z  leased  premises,  for  any  twelve  consecutive  month  period, 
Shoufregard  to  whether  a  reasonably  prudent  lessee  will  continue  to  operate 


such  well  or  wells. 


XVIII. 

Lessee's  obligations  to  pay  money  under  this  Lease  are  to  be  performed 
in  Tarrant  County,  Texas. 


XIX. 


In  the  event  that  this  lease  expires  for  any  reason,  Lessee  shall,  within  45 
days  after  such  expiration,  furnish  Lessor  with  a  written,  recordable  release 
covering  the  leased  premises. 


LESSOR: 


HIGHWAY  360,  LLC,  a  California 
limited  liability  company 


name:  L. 
title: ^<3ftember 


LESSOR: 


HIGHWAY  360,  LLC,  a  California 
limited  liability  company 


LESSEE: 


EDGE  RESOURCES,  L.L.C.,  a 
Texas  limited  liability  company 


 __ 

name :     "7">\  q<*~*j    &Le,<iSc  ^  ,Zu 

title:    Aj  ^> 


by:  

name:  David  Golkar 
title:  Member 


STATE  OF  CALIFORNIA 
COUNTY  OF  RIVERSIDE 

This  instrument  was  acknowledged  before  me  on  the  7  day  of  April,  2008,  by  L. 
Wayne  Kiley,  the  Member  of  Highway  360,  LLC.,  a  California  limited  liability 
company,  on  behalf  of  said  company. 

MIRfCtA  c"  <J*l£ARY  *V 


COflMMMfon  #  1792696 
|hw^hJ  NoMKy  PubHc  •  CaHformo 
IWMr      ftiv*nM*  County 


Notary  Public  for  the  cT* 


State  of  California 


STATE  OF  CALIFORNIA 
COUNTY  OF  ORANGE 

This  instrument  was  acknowledged  before  me  on  the  day  of  

2008,  by  David  Golkar,  the  Member  of  Highway  360,  LLC,  a  California  limited 
liability  company,  on  behalf  of  said  company. 


Notary  Public  for  the 
State  of  California 


STATE  OF  TEXAS 
COUNTY  OFTcxvrcJt 


This  instrument  was  Acknowledged  before  me  t>n  the  day  ofApr'A 

>  bv  \W>^^<  W\)*n.^^  ,  the  ^Vxfir^r  


2008 


Resources,  L.L.C.,  a  Texas  limited  liability  company,  on  behalf  of  said  company. 


of  Edge 


rotary  Publicfor'the   ✓  \ 


1Q/2W2Q10 


Laura  Jane  Boyd 
My  Commission  Expires 


Notary 
State  of  Texas 


